RHS, RBS, RUS, FSA, USDA

(d) Complete any training required
by §1924.74.

[61 FR 35924, July 9, 1996]

§1924.60 Nonfarm enterprises.

A nonfarm enterprise is any business
enterprise which supplements farm in-
come by providing goods or services for
which there is a need and a reasonably
reliable market. The same general poli-
cies covered in this subpart for giving
management assistance to an applicant
or borrower on farm loans will be fol-
lowed in dealing with an applicant or
borrower on nonfarm enterprise loans.
The appropriate plans and record book
will be used for the nonfarm enterprise.
The borrower responsibilities in
§1924.59(a) also apply to nonfarm enter-
prises.

[61 FR 35924, July 9, 1996]

§§1924.61-1924.73 [Reserved]

§1924.74 Borrower Training program.

(a) Introduction. (1) Supervised credit
includes helping borrowers to develop
the skills necessary for successful, effi-
cient production and financial manage-
ment of a farm business. An effective,
formal training program provides a
solid foundation on which borrowers
can build the skills which will enable
them to become efficient, financially
sound producers who can obtain com-
mercial financing. The goal of this
training is for borrowers to develop and
improve the financial and production
management skills necessary to suc-
cessfully operate a farm, build equity
in the farm business, and become finan-
cially successful to graduate from
Agency programs to commercial
sources of credit.

(2) The authorities contained in this
section require certain Farm Credit
Programs borrowers to obtain training
in production and financial manage-
ment concepts. Unless waived, this
training requirement will be an eligi-
bility requirement for all Agency di-
rect loans. The training requirement
will also apply to all direct borrowers
who receive Primary Loan Servicing
actions approved under subpart S of
part 1951 of this chapter, with the ex-
ception of net recovery buyout offers.
Borrowers who do not request new
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loans or servicing actions will be noti-
fied during farm visits and annual
analyses of approved courses in their
area. Also, a current list of approved
courses will be posted in the County
Office.

(3) The training will be carried out by
public and/or private sector providers
of farm management and credit coun-
seling services (including, but not lim-
ited to, community colleges, the Ex-
tension Service, State Departments of
Agriculture, farm management firms,
lenders, and similar qualified organiza-
tions).

(4) State Directors will enter into
agreements with one or more qualified
providers in each State to conduct the
training.

(b) Processing—(1) Agency review. The
determination of an applicant/bor-
rower’s need for enhanced training in
production and financial management
concepts will be made by the Agency.
To make this determination, the Agen-
cy will review the case file (in the case
of borrowers) and the complete applica-
tion package for the assistance re-
quested. A decision that the applicant/
borrower needs such training cannot be
used as a basis for rejecting the request
for assistance. In the case of a coopera-
tive, corporation, partnership, joint op-
eration, trust, or limited liability com-
pany, any individual member holding a
majority interest in the entity or who
is operating the farm must agree to
complete the training on behalf of the
entity. However, if one entity member
is solely responsible for financial or
production management, then only
that entity member will be required to
complete the training in that area for
the entity or qualify for a partial waiv-
er. If the financial and production func-
tions of the farming operation are
shared, the knowledge and skills of the
individual(s) with the responsibility of
production and/or financial manage-
ment of the operation will be consid-
ered in the aggregate for granting a
waiver or requiring that training be
completed. If a waiver is not granted,
these individuals will be required to
complete the training in accordance
with their responsibilities for produc-
tion and/or financial management. This
training must be completed within 2
years after ‘“Agreement to Complete
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Training,” is signed if a waiver is not
granted. When production training is
required, a borrower must complete
course work covering production man-
agement in crop or livestock enter-
prises which constitute twenty percent
of the projected cash farm income for
the coming production cycle, as deter-
mined by the Agency. Borrowers who
are adding a new enterprise must agree
to complete any required production
training in that enterprise unless a
waiver is granted by the Agency. Bor-
rowers must also complete financial
management training unless a waiver
has been granted by the Agency.

(i) Loan applicants. After the Agency
has determined that the applicant
meets all eligibility criteria for the
type of assistance requested, the Agen-
cy will consider the applicant’s need
for enhanced training in production
and financial management concepts. If
the Agency determines the applicant is
ineligible for assistance, the training
requirement will not be considered.

(ii) Requests for Primary Loan Serv-
icing. Prior to Agency offer of any Pri-
mary Loan Servicing action, the Agen-
cy must determine whether the bor-
rower must complete a training pro-
gram or qualifies for a waiver. This de-
termination should be made after a
feasible plan has been developed using
consolidation, rescheduling, re-
amortization, deferral, softwood tim-
ber, and/or writedown, but prior to
Agency actual offer to restructure the
borrower’s accounts. This training re-
quirement does not apply to those bor-
rowers offered net recovery buyout or
preservation loan servicing. If the bor-
rower must complete a training pro-
gram, fees will be included in the plan
as an operating expense.

(2) Waivers. Applicants for loans and
Primary Loan Servicing programs may
request a waiver from the training re-
quirement by submitting Form FmHA
1924-27, ‘““Request for Waiver of Bor-
rower Training Requirements,” with
the application for assistance. The
waiver request must include the re-
quired documentation and records as
specified in paragraphs (b)(2)(i) and
(b)(2)(i1) of this section. A waiver is not
required for those applicants who have
previously received a waiver, or who
have previously satisfied the training
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requirements. The applicant/borrower
must meet all training requirements
for both production and financial man-
agement if no waiver is granted. If the
borrower receives a waiver for produc-
tion training, the requirements for fi-
nancial management training must
still be met. Conversely, if the bor-
rower receives a waiver for financial
management training, the require-
ments for production training must
still be met. In the case of entity appli-
cants, only those entity members who
hold a majority interest in the oper-
ation or who operate the farm must
meet the waiver conditions for the en-
tity to qualify for a waiver. However, if
one entity member is solely respon-
sible for financial or production man-
agement, then only that entity mem-
ber will be required to complete the
training in that area for the entity or
qualify for a partial waiver. If the fi-
nancial and production functions of the
farming operation are shared, the
knowledge and skills of the indi-
vidual(s) with the responsibility of pro-
duction and/or financial management
of the operation will be considered in
the aggregate for granting a waiver or
requiring that training be completed. If
a waiver is not granted, these individ-
uals will be required to complete the
training in accordance with their re-
sponsibilities for production and/or fi-
nancial management. The Agency may
waive the financial and/or production
training requirements under the fol-
lowing conditions:

(i) The applicant has successfully
completed an equivalent training pro-
gram. To meet this requirement, the
applicant must submit evidence of
completion of a production and/or fi-
nancial management course similar to
a course approved under this section.
The submission must include a descrip-
tion of the content and subjects cov-
ered in the course(s) completed by the
applicant or entity members. The sub-
mission must also include evidence of
completion, such as a grade report, cer-
tificate of completion, or written cer-
tification by the course instructor. The
program must have covered subject
areas in paragraph (d)(3)(iii) of this sec-
tion. The Agency will review the docu-
mentation submitted by the appli-
cant(s) for assistance to determine
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whether the training completed satis-
fies the training requirements of this
section; or

(if) The applicant has the experience
and/or training which demonstrates the
abilities necessary for successful, effi-
cient production as determined by the
Agency based on documentation pro-
vided by the applicant with the request
for the waiver. This documentation
must include, at a minimum, the appli-
cant’s production records for the past 5
years and a statement explaining how
the records demonstrate production
ability.

(3) Notifying applicants/borrowers of
the the Agency’s decision regarding train-
ing. The applicant/borrower will be in-
formed of the the Agency’s decision as
follows:

(i) Loan applicants receiving a waiv-
er from the training will be notified in
the letter of eligibility, required under
§1910.6 of subpart A of part 1910 of this
chapter. Applicants for Primary Loan
Servicing actions who are receiving a
waiver will be notified through exhibit
B or exhibit F to subpart S of part 1951
of this chapter, as appropriate.

(ii) Loan applicants required to com-
plete the training will be notified in
the letter of eligibility. Applicants for
Primary Loan Servicing actions who
are required to complete the training
will be notified through exhibit B or
exhibit F to subpart S of part 1951 of
this chapter, as appropriate. The noti-
fication will include the name(s) of the
approved vendor(s) in the applicant/
borrower’s area and the specific
courses required. The notification to
the applicant/borrower will also in-
clude a description of the scoring sys-
tem to be used to determine if the ap-
plicant/borrower has successfully met
the training requirements. In both loan
making and servicing cases, the deci-
sion to require certain training is not
appealable. However, the decision is re-
viewable.

(4) Notification of applicants determined
ineligible for assistance. In the letter in-
forming them of the Agency’s decision,
applicants determined ineligible for as-
sistance due to lack of management
training and experience will be noti-
fied, for their information, of training
programs approved under this section.
If the ineligible applicant chooses to
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enroll in a training program, eligibility
for future assistance will not be auto-
matic upon completion of the course.
Applicants who complete an approved
course and later apply for a new loan
must still demonstrate that they pos-
sess sufficient training and experience
to assure reasonable prospects of suc-
cess and meet other eligibility require-
ments for the assistance requested.

(5) Contacting vendor and payment.
Upon receiving the notification of the
training requirement, the borrower is
responsible for selecting and con-
tacting a vendor(s), and making all ar-
rangements to begin the training.
Agency is not a party to fee or other
agreements between the borrower and
the vendor. Training fees must be in-
cluded in the plan of operation as a
farm operating expense. Payment of
training fees is an authorized use of op-
erating loan funds.

(6) Training agreement. Prior to clos-
ing the loan or Primary Loan Servicing
action, the applicant/borrower must
sign Form FmHA 1924-23. This agree-
ment will be placed in position 2 of the
borrower case file.

(7) Automated tracking system. Field
offices will process certain data to the
automated Finance Office records in
order to properly track borrower train-
ing-related information. Reference the
automated system user manuals for
more specific information on this auto-
mated tracking system.

(8) County Office monitoring. Required
training will be included in table C of
Form FmHA 431-2. Agency personnel
will monitor borrower progress during
farm visits and analyses in accordance
with this subpart. The County Super-
visor will also contact the borrower to
follow up on unsatisfactory training
progress reports. All contacts with the
borrower will be noted in the running
case record, together with the topics
discussed and agreements reached.

(c) Vendor’s evaluation of borrower
progress—(1) All required training must
be completed within 2 years after the
borrower signs Form FmHA 1924-23.
The County Supervisor may grant a 1-
year written extension to the agree-
ment in cases where the borrower dem-
onstrates he/she was unable to com-
plete the training due to circumstances
beyond his/her control, such as poor
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health or discontinuance of the nec-
essary approved courses. Refusal to
grant a l-year extension is not an ap-
pealable decision.

(2) The vendor will provide Agency
with periodic progress reports. The fre-
quency of these reports will be deter-
mined by the State Director. These re-
ports are not intended to reflect a
grade or score, but to indicate whether
the borrower is attending sessions and
honestly endeavoring to complete the
training program. Upon completion of
the training, the vendor will provide
the County Office with an evaluation of
the borrower’s knowledge of the course
material. This evaluation shall specifi-
cally address the borrower’s improve-
ment toward meeting the goals out-
lined in this section. The instructor
will also assign the borrower a score
according to the following criteria:

Score

1. The borrower attended classroom ses-
sions as agreed, satisfactorily completed all
assignments, and demonstrated an under-
standing of the course material.

2. The borrower attended classroom ses-
sions as agreed and attempted to complete
all assignments; however, the borrower does
not demonstrate an understanding of the
course material.

3. The borrower did not attend classroom
sessions as agreed and/or did not attempt to
complete assignments. In general, the bor-
rower did not make a good faith effort to
complete the training.

(i) Borrowers receiving a score of 1
will have met the requirements of the
agreement. The accounts of these bor-
rowers will be serviced in accordance
with existing regulations.

(ii) Borrowers receiving a score of 2
will have met the requirements of the
agreement. However, since these bor-
rowers do not adequately demonstrate
an understanding of the course mate-
rial, the County Supervisor will de-
velop a plan outlining the additional
supervision the borrower will require
to accomplish the objectives of Agency
assistance, such as recommending fur-
ther training, more frequent farm vis-
its, or retaining professional services of
an accountant, farm management con-
sultant, or similar expert based upon
the borrower’s abilities.

(iii) Borrowers receiving a score of 3
will not have met the requirements of
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the agreement for training. Failure to
complete the training as agreed will
cause the borrower to be ineligible for
future Agency benefits including future
direct and guaranteed loans, Primary
Loan Servicing, Interest Assistance re-
newals, and restructuring of guaran-
teed loans.

(d) Selection and approval of organiza-
tions and courses—(1) Identification of
potential vendors. Prior to the initial
approval of vendors and prior to re-
newal of approved vendor’s training
agreements, the State Director or des-
ignee shall solicit applications from all
interested organizations, keeping in
mind its cultural diversity responsibil-
ities. The State Director shall contact
the Chief Executive Officer of the State
and appropriate officials from the
State Department of Agriculture, the
State Extension Service, community
colleges, and other private or nonprofit
organizations which may be interested
in conducting this training.

(2) Application. The vendor must sub-
mit the following items prior to consid-
eration for approval:

(i) A sample of the course materials
and a description of the method(s) of
training to be used.

(ii) Specific training objectives for
each section of the course. These objec-
tives should relate to the general ob-
jectives outlined in paragraph (d)(3)(i)
of this section.

(iii) A detailed course agenda speci-
fying the topics to be covered, the time
to be devoted to each topic, and the
number of sessions to be attended.

(iv) A list of instructors and their
qualifications, and the criteria by
which additional instructors will be se-
lected.

(v) The proposed locations where
training will take place. These sites
should be within a reasonable com-
muting distance for borrowers to be
served by the vendor.

(vi) Cost per participant and/or cost
per organization, i.e., cost for husband/
wife joint operation; father/son part-
nership; or multiple members of a cor-
poration.

(vii) Minimum and/or maximum class
size.

(viii) A description of the organiza-
tion’s experience in developing and ad-
ministering training to farmers.
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(ix) A description of the monitoring
and/or quality control methods the or-
ganization intends to use.

(X) A description of the policy on al-
lowing Agency employees to attend the
course for monitoring purposes, i.e.,
the number of employees authorized to
attend; the cost (if any); and the num-
ber of classes each employee can at-
tend.

(xi) A description of how the needs of
borrowers with physical and/or mental
handicaps or learning disabilities will
be met.

(xii) A plan of how the needs of bor-
rowers for whom English is not their
primary language will be met.

(3) State Office review and recommenda-
tion. Upon receipt of the application
packages from the potential vendors,
the State Director will review the ma-
terial to assure the vendor’s proposal
meets the following minimum criteria
for accomplishment of educational ob-
jectives, instructor qualifications, cur-
riculum content, and vendor qualifica-
tion:

(i) Educational objectives. Upon com-
pletion of the course, the borrower
shall be able to:

(A) Describe the specific goals of the
business, describe what changes are re-
quired to attain the business goals, and
outline how these changes will occur
using present and projected enterprise
budgets.

(B) Maintain and utilize a financial
management information system
which includes financial and produc-
tion records, a household budget, a
statement of financial condition, and
an accrual adjusted income statement.
The borrower shall also be able to use
this system when making financial and
production decisions.

(C) Understand and utilize an income
statement. Specifically, the borrower
must understand the structure and
major components of an income state-
ment and its role in analyzing the per-
formance of a business, be familiar
with the cash and accrual methods of
determining net farm income, and un-
derstand the relationship between a
balance sheet and an income state-
ment.

(D) Understand and utilize a balance
sheet. Specifically, the borrower must
understand the major components of a
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balance sheet and its role in analyzing
the business, be familiar with the cat-
egories of assets and liabilities and be
able to provide examples of entries
under each, and be familiar with the
cost and market methods of valuing as-
sets and liabilities and the advantages
of each method.

(E) Understand and utilize a cash
flow budget. Specifically, the applicant
must be able to explain and justify es-
timates for production and expenses,
and analyze the cash flow to identify
potential problems.

(F) Using production records and
other production information, be able
to identify problems, evaluate alter-
natives, and make needed corrections
to current production practices to
achieve greater efficiency and profit-
ability.

(i) Instructor qualifications. Instruc-
tor qualifications will be reviewed to
assure sufficient knowledge of the ma-
terial and sufficient experience in
adult education. The instructors must
have a bachelor’s degree or comparable
experience in the subject area they will
teach and a minimum of three years
experience in conducting training
courses or teaching. Also, the instruc-
tors must successfully complete any
instructor training which may be asso-
ciated with the Agency approved
course.

(iii) Curriculum. The curriculum shall
be reviewed to assure that the fol-
lowing subject matter is sufficiently
addressed. A single vendor is not re-
quired to provide all the courses nec-
essary to cover the entire curriculum;
however, to the extent practicable, all
topics must be available for all Agency
districts. The State Director shall
identify the specific crop or livestock
enterprises for which training must be
available in a given area or district,
and any additional subject matter to
be covered for each.

(A) Business Planning. The course(s)
shall cover the general areas of goal
setting, risk management, and plan-
ning. Goal setting will include identi-
fication of personal and family goals,
business goals, and short- and long-
term goals. Risk management concepts
will include the sources, magnitude
and frequency of risk, risk tolerance,
risk-taking ability of the business, and
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strategies for managing risk such as
use of credit, marketing, production
practices, and insurance. Finally, the
course(s) will guide the borrower
through the formulation of a long-term
business plan for the farm and presen-
tation of this plan to a lender.

(B) Financial Management Systems.
The course(s) shall cover all aspects of
farm accounting, specifically: Instruc-
tion in financial record keeping, prepa-
ration of a household budget, develop-
ment and analysis of accrual adjusted
income statements, balance sheets, and
cash flow budgets. The course(s) shall
focus on integrating these elements
into a financial management system
which enables the borrower to make
business decisions based on his/her
analysis of financial information.

(C) Crop Production. The course(s)
shall focus on improving the profit-
ability of the borrower’s crop enter-
prises. Specifically, the course shall
address keeping and analyzing produc-
tion records, identifying problems in
current production practices, identi-
fying sources of production informa-
tion and assistance, and using produc-
tion information to analyze alter-
natives and identify the most profit-
able solution.

(D) Livestock Production. The
course(s) shall focus on improving the
profitability of the borrower’s live-
stock enterprises. Specifically, the
course shall address keeping and ana-
lyzing production records, identifying
problems in current production prac-
tices, identifying sources of production
information and assistance, and using
production information to analyze al-
ternatives and identify the most profit-
able solution.

(iv) Vendor. The proposed vendor of
the training must have demonstrated a
minimum of three years experience in
conducting training courses or teach-
ing the proposed subject matter.

(4) Approval. After review of the ap-
plications, the State Director shall de-
termine which vendors should be rec-
ommended for final approval. Complete
application packages from the selected
vendors should be submitted to the Na-
tional Office for concurrence prior to
final approval. Applications from ac-
credited colleges (including community
colleges) or universities, however, do
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not require National Office concur-
rence prior to final approval. If all of
the instructors have not been selected
at the time of request for approval of
the vendor, the vendor may be ap-
proved with the condition that instruc-
tors will meet the criteria set out in
paragraph (d)(3)(ii) of this section.
After approval, the State Director and
the vendor(s) will sign Form FmHA
1924-24, *““‘Agreement to Conduct Pro-
duction and Financial Management
Training for Farmers Home Adminis-
tration or its successor agency under
Public Law 103-354 Borrowers.”” This
agreement will be valid for three years,
unless revoked in writing and giving 30
days notice by the State Director or
the vendor. The State Director may re-
voke the agreement if the vendor does
not comply with the responsibilities
listed in the agreement. Such revoca-
tion is nonappealable. The State Direc-
tor will issue a State supplement to
this subpart listing the approved ven-
dor(s), the contact person for the ven-
dor, the terms of the vendor agree-
ments, and the subject matter in which
each vendor is approved to conduct
training.

(5) Renewals. Renewal of agreements
to conduct training will not be auto-
matic. The vendor must request re-
newal in writing, provide updates to
any changes in curricula, and provide
information which indicates the train-
ing provided by the vendor is effective.
Such information may include course
evaluations, test scores, or statistics
on the improvement of borrowers who
have completed the course. The State
Director must obtain National Office
concurrence on any decisions to deny
renewal of a vendor’s agreement. A de-
cision to deny renewal of a vendor’s
agreement is nonappealable.

(e) Vendor monitoring. An operational
file will be maintained in the State Of-
fice for each approved vendor. This file
will include the application, National
Office concurrence (if required), the
signed Form FmHA 1924-24, docu-
mentation of Agency monitoring of the
vendor, and any further documentation
to determine the success of the ven-
dor’s program. To assure the training
organization is correctly and effec-
tively implementing the training as
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proposed, the State Director or des-
ignee will be responsible for moni-
toring the vendor. This monitoring
shall, as a minimum, consist of:

(1) Attendance at selected training
sessions for each vendor to verify that
the agreed-upon subject matter is
being covered in sufficient detail and
to assess the effectiveness of the train-
ing provided by the instructors.

(2) Review of course and instructor
evaluations. Course and instructor
evaluations will be completed by the
borrowers on Form FmHA 1924-22,
“Borrower Training Course Evalua-
tion.”” This form will be provided to the
borrowers by the instructor as they
complete the course. The evaluations
will be forwarded to the State Director
for review. The results will be summa-
rized and made part of the operational
file on each vendor.

(3) Monitoring of borrowers’ improve-
ment upon completion of a course. The
State Director will analyze statistics
regarding borrower performance, such
as the graduation and delinquency of
borrowers who have completed the re-
quired training course.

[58 FR 69195, Dec. 30, 1993, as amended at 61
FR 35924, July 9, 1996; 68 FR 7696, Feb. 18,
2003; 68 FR 62223, Nov. 3, 2003]

§§1924.75-1924.99 [Reserved]

§1924.100 OMB control number.

The reporting and recordkeeping re-
quirements contained in this regula-
tion have been approved by the Office
of Management and Budget (OMB) and
have been assigned OMB control num-
ber 0560-0154.

[61 FR 35924, July 9, 1996]

EXHIBIT A TO SUBPART B OF PART 1924—
LETTER TO BORROWER REGARDING
RELEASES OF FARM INCOME TO PAY
FAMILY LIVING AND FARM OPER-
ATING EXPENSES

UNITED STATES DEPARTMENT OF
AGRICULTURE

Farmers Home Administration or its
successor agency under Public Law 103-354

(Insert Address)

(Date)
Borrower’s Name)
(Address)

Dear

Pt. 1924, Subpt. B, Exh. A

Public Law 100-233 requires the Agency to
notify you that you are entitled to have
Agency release proceeds from the sale of
crops, livestock, and livestock products
planned to be marketed in the regular course
of business including ASCS and CCC pay-
ments, so that you can pay essential family
living and farm operating expenses. The re-
leases will continue until such time as your
account should become in default and Agen-
cy has to accelerate your account.

To provide these releases to you, Agency
regulations require that you fill out Form
FmHA 1962-1 to explain what items of Agen-
cy security you intend to sell during this
crop year. Please see attachment 1 of this
letter for an explanation of this form. We re-
quest that you contact this office within 10
days of when you receive this letter so that
we can complete this form and you can re-
ceive releases on a timely basis.

Sincerely,

County Supervisor

ATTACHMENT 1 TO EXHIBIT A

Periodically, you will be asked to complete
Form FmHA 1962-1, ‘““Agreement for the Use
of Proceeds/Release of Chattel Security,”
which will document the agreement between
you and the Agency as to how proceeds from
the sale of chattel property which serves as
security for your Agency loans will be re-
leased. You will also need to list those buy-
ers to whom you plan to sell your farm prod-
ucts. This plan will give you and the Agency
a clear idea of what income you expect from
your operation and how those proceeds will
be used. The plan will set forth the amount
of money required for paying essential fam-
ily living, farm operating expenses, and debt
service payments. You and the Agency must
agree on how much money will be released
from your crop proceeds. Such releases must
be in accordance with Agency regulations.

If the County Supervisor is unable to agree
with and approve your plan for the use of the
sales proceeds, you will receive a letter ex-
plaining why the County Supervisor is un-
able to approve your plan and how you may
appeal the County Supervisor’s decision.
While an appeal is pending, Agency will re-
lease sales proceeds to be used to pay essen-
tial family living and farm operation ex-
penses.

Once a plan has been agreed on, it is im-
portant that you abide by the plan. The plan
can always be revised or changed, as cir-
cumstances require, provided you and Agen-
cy can agree to the revisions.

Planned sales can be listed by month, by
quarter or by whatever period suits your op-
eration the best. The form does not have to
be completed to show each individual ani-
mal, bushel, bale, etc. The form is a plan: it
contains only projections. We expect your
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